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Ex Officio 

The Company has a conflict of interest procedure in place that applies to all directors, 
corporate officers, managers, supervisors, administrative assistants and employees in 
designated sensitive areas and those who administer benefits for government programs 
(delegated entities). 

Within thirty days from their date of hire, all new corporate officers, managers, 
supervisors, administrative assistants and employees in designated sensitive areas are 
required to complete a Conflict of Interest Statement and Questionnaire. Annually, the 
Board of Directors, corporate officers, directors, managers, supervisors, administrative 
assistants and certain employees will submit a Conflict of Interest Statement to the 
Company. Delegated entities are required by contract to certify to the Company that 
they have obtained and evaluated Conflict of Interest Statements from their employees 
responsible for the administration of benefits for government programs. 
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The Company has established processes for addressing and mitigating any conflicts of 
interest, which includes reviews by the Company's General Counsel and Corporate 
Compliance Officer or Manager. Furthermore, summaries of conflicts of interest 
reported by Company employees are submitted to the Board of Directors for their 
review. 

Conflict of interest questionnaires that were completed for the period January 1, 2009, 
through December 31, 2012 and subsequent thereto appeared to appropriately disclose 
any real or potential conflicts of interest. 

TERRITORY AND PLAN OF OPERATION 

The Company is licensed only in the State of Idaho as a mutual insurer authorized to 
write disability insurance, including managed care. In addition to the home office 
located in Meridian, Idaho, the Company maintains five district offices located 
throughout the State of Idaho in the cites of Coeur d'Alene, Idaho Falls, Lewiston, 
Pocatello, and Twin Falls. The primary functions of the district offices include 
marketing, policyholder service, and writing new business. Claims processing is 
perfonned in the home office. 

The Company provided health care services to group and individual subscribers 
utilizing participating/contracting providers as a means of fulfilling their contractual 
obligations. In addition, the Company provided administrative services to companies 
which have self-funded a portion of their employees ' health care claims, and the 
Federal Employee Health Benefit Plan to federal government employees. 

During the examination period, the Company provided traditional individual major 
medical and Medicare supplement plans, Medicare Advantage plans, small and large 
group plans, Preferred Provider Organization plans, Managed Care plans and also 
administered Administrative Service Contracts (ASC) for self-funded plans. The 
Company also began administering and paying the claims to participants of the State of 
Idaho Medicaid dental program, "Idaho Smiles". 

According to NAIC market share report for 2012, the company is the largest health 
carrier in the state of Idaho with a 62.98% Market Share. Total dollar amount of 
business written in Idaho in 2012 was $1,262,042,460. The total number of member 
insureds at the end of 2012 was 558,006 which included 46,851 Individual 
Comprehensive; 161,530 Group Comprehensive; 8,087 Medicare Supplement; 
274,816 dental only; 34,567 Federal Employee Health Benefit Plan~ 32,155 Title XVID 
Medicare. 

The Company marketed its insurance products through corrunissioned producers and 
agencies and utilized a field force of approximately 2,927 appointed producers. 

Agencies produce business pursuant to Independent Production Agreements - Agency. 
There is a separate Independent Production Agreement for individual agents. An 
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Addendum to Agreement with Business Associate, which is included as part of the 
Independent Production Agreement, specifically pertains to privacy issues and 
responsibilities. The Production Agreements contain standard language, such as 
Agency responsibilities, confidentiality, indemnification, hold harmless, and 
compensation information. The contracts may be terminated by either party by written 
certified notice or personal delivery. The termination date will be effective 30 days 
after the date a written notice is mailed by either party. 

EXECUTIVE SUMMARY 

This limited-scope market conduct examination included tests of policies that were: 
• issued, 
• renewed, 
• cancelled, 
• non-renewed or 
• declined 

In conjunction with the review of the above policy areas, the Company's general 
practices and procedures relating to rating, underwriting, advertising and marketing, 
and risk selection were scrutinized. 

Test-work conducted in the areas of claims handling and timeliness of claims payments 
included the following populations: 

• Paid claims 
• Denied claims 

In sununary, the main areas of non-compliance identified during this examination 
included incorrect premium calculation for pharmaceutical drug coverage, delays in 
providing Certificates of Credible Coverage and delays in terminations, all regarding 
Small Group New Business. Also, certain advertising was identified as not in 
compliance. 

Reconunendations included in this report may extend to other jurisdictions. The 
company is advised to take neccessary steps to comply with Idaho insurance laws and 
regulations and if applicable, with other jurisdictions as well. 

COMMENTS AND RECOMMENDATION 

Advertising and Sales Material 

The Company's WAIVE SHIP 2012 advertising campaign was in violation of IDAPA 
Rule 18.01.24. During the review of various advertising materials it was noted 
specifically, that the campaign promotion items did not clearly identify the product 
being advertised as required by Rule 18.01.24.020.0l.a and the promotion materials 
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included the mention of a $77 per month premium. Neither the policy form nor basic 
policy provisions were disclosed with the advertising material as required by IDAPA 
Rule 18.01.24.013.02.a and 18.01.24.014. 

It is recommended that the Company file all advertising material with the Department 
for review prior to using and that its advertising material is in compliance with IDAPA 
18.01.24, Advertisement of Disability (Accident and Sickness) Insurance. 

CONCLUSION 

The Undersigned acknowledges the assistance and cooperation of the Company's 
officers and employees in conducting the examination. 

In addition to the undersigned, Dale Freeman, CIE of the Idaho Department of 
Insurance, participated in the examination. 

Arlene Barrie 
Market Conduct Examiner 
State of Idaho 
Department of Insurance 
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AFFIDAVIT OF EXAMINER 

State of Idaho 
County of Ada 

Arlene Barrie, being duly sworn, deposes and says that he is a duly appointed 

Examiner for the Department of Insurance of the State of Idaho, tha he has made an 

examination of the affairs of Blue Shield of Idaho Health Service, Inc. for the period 

from January 1, 2009 through December 31, 2012, including subsequent events, that 

the information contained in the report consisting of the foregoing pages is true and 

correct to the best of his knowledge and belief, and that any conclusions and 

recommendations contained in the report are based on the facts disclosed in the 

examination. 

Arlene Barrie 
Market Conduct Examiner 
Department of Insurance 
State of Idaho 

Subscribed and sworn to before me the .:2:!1_ tJ:ay of Ju'-.1 e 
Idaho / 

, 20 14 at Boise, 
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+Blue~ 
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Cross of Idaho 

July 29, 2014 

Hennoliva B. Abejar, CFE 
Deputy Chief Examiner 
Idaho Department of Insurance 
P.O. Box 83720 
Boise, Idaho 83720 

RE: Blue Cross of Idaho attached response- Market Conduct Exam Report 

Dear Ms. Abejar, 

Attached is the response to the Market Conduct Examination Report for Blue Cross of Idaho Health 
Service, Inc. as of December 31, 2012. 

We respectfully submit our response to you and welcome any comments you may have regarding 
them. If you have any questions, please contact David Slonaker at (208) 331-7456 or Carol Mulder 
at (208) 331-7464. 

~· 
~~.2l~c 

David Slonaker 
Director of Finance 
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Cross of Idaho 
Report of limited market conduct examination of Blue Cross of Idaho Health Service, Inc. as of 
December 31,2012 

COMMENTS AND RECOMMENDATION 

Advertising and Sales Material 

The Company's WAIVE SHIP 2012 advertising campaign was in violation of1DAPA Rule 18.01.24. 
During the review of various advertising materials it was noted specifically, that the campaign 
promotion items did not clearly identify the product being advertised as required by Rule 
/8.01.24.020.01.a and the promotion materials included the mention of a $77 per month premium. 
Neither the policy form nor basic policy provisions were disclosed with the advertising material as 
required by 1DAPA Rule 18.01.24.013.02.a and 18.01.24.014. 

It is recommended that the Company file all advertising material with the Department for review 
prior to using and that its advertising material is in compliance with /DAPA 18.01.24, 
Advertisement of Disability (Accident and Sickness) Insurance. 

Response: The Rules ofiDAPA 18.01.24 provide a tool to the Department of Insurance to prevent 
false or misleading advertising and ensure fair competition among insurers. Blue Cross of Idaho 
(BCI) has a long and consistent record in Idaho, not only of adherence to these principles, but 
insistence on their practice as a matter of its own corporate integrity. 

BCI maintains that, consistent with this corporate ethic, the WAIVE SHIP campaign advertisements 
cited in the Report do not 'create a tendency to mislead or deceive' (18.0l.24.13.02a) or otherwise 
violate public policy. 

Although the IDAPA Rules provide important guidelines for the advertisement of insurance 
policies or products, the WAIVE SHIP campaign did not market a specific policy or product. 
Rather, it encouraged potential members to visit a separate website and review multiple coverage 
options in detail. 

Because the advertisements did not reference a specific policy or product (only that a customer 
could switch 'for as little as $76 per month,') the customer literally could not have acted on the basis 
of the advertisement alone to make a purchase. In other words, by the advertisements' very design, 
the customer would have to conduct .further investigation of multiple coverage options in order to 
make a fully informed purchasing decision. 

In respect to the identified advertising campaign, BCI is not aware of any complaint by a consumer 
concerning the advertisement in question. It is extremely unlikely that any Idaho consumer was 
misled by the WAIVE SHIP campaign particularly since an interested consumer could not 
purchase healthcare coverage unless the consumer initiated access to the identified BCI website 
and to obtain product and pricing information. There is no allegation that the product and pricing 
information directly available to the consumer from the BCI website was inaccurate, misleading or 
incorrect. 
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Department of Insurance 
July 30, 2014 
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BCJ discontinued the WAIVE SHIP campaign in 2013 for unrelated business reasons. We will 
continue to review all BCJ advertising materials to ensure compliance with the applicable legal 
requirements. 
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